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STRZCT ACCOUFTING WECESSARY LN NORTHBAST iRDUBTHY

The foliowing dacision was prosuigated by the Minigtry of Industry of the
Northeast sxecutive Committee:

1. %Yhe M'nistry of Industry finds that serious, widespread, and amazing
waste lun atate ladustries is causing very great loss to the nation's weeldth.

Scwe production equipment 3s not being worked to capacity becauwse of
mechanical dafects or poor coordiretion of supplies, and se production is hindexed.
For example, in spring 1949 building wes beld up for lack of lucber. Plars are
often 4isrupted through troubles of this sort.

Mmtput 1s low and producticn methods ares poorly organized. Industrias
now in operctiom have low stardiards of production and siill, so that excessive
waste eccapen tha notice of foremen. For example, in the copper smelters much
coppur gnes ou. with the slag, and thriugh oar coordlnaticn bYoth time snd ma-~
terial are loci. In 4 months nearly 3 billion yuan were vasted.

Qu4lity i# poor, rejects are many, uwad technical control is not strict.
Quality is be.ow standard in both light snd besvy industries. !

Rawv materials are universally wasted. BSpinving uses 3 percent more cotton
then needed; puip reesizes orly 80 percent rotucn; losses in cosl during the past
4 months amounts to more than 20,000 yusn per tun.

Labor is not well organized, and its efficiency is low. Ccal statistics
show & production of 0.28 ton per man-d&y for the first L monthe, less thar in
Manchukuo days. Plans called for 2 million miners at a cost of nearly 100 billion
yuan in wages. If well organized, these 2 million miners would extract 600,000
tons of coel, worth 270 billion yuan. A study of the spinning industry reveals a
manpower surplus of 2,000, and ‘ow output. Some machine shops carelsasly ped their
payrolls (of course a planned resarve pool is legitimate).

Capital is nct fluid and turnover is slow. Marketing is poorly organized
and goods sccumulate in warshouses. Jutput is not ccardinated with demand. Ma-
chinery lies idls in some places vhile desperately needed elsewhers. Mcnay is

spent unwisely for state-owned mmchinery, or for that which 1s nct usable.
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In Tebsbilitation of scme mines , fwrveys and Hlanning have besn inade- :

quate, resulting in Joss. Resources have not been carefully mlculn.tad and ueed,
and sometimes private contractors have been brought in.

In Jamuary - July 1949 indusfrial accldents were serious and freguent,
resulting in loss of property and hindrance of producticn. Equipment hes de-
teriorated through careleasness.

Little responsibility 1z felt for equipmént and supplies, which are .
sllowed to spoil and rust. Electric power wastege Tuns es high as 30 pucent

Budgeting is misugsed to obtain more state fumls, and accounting is : A
used as & cover for increcsed prices. Both practices arc poor business. SRR i

The passion for wage equality leads to lack of sufficient difterences
in pay Vetween techaical and unskilled labor. An unfair system of plecework
often reduces good and poor workers to the name level, snd this slows dmm .

production.

2. Aside from objective and usavicdsble conditions, the chief cause of
the 11ls mentioned above is an underestimstion of the importance of strict ac-
counting. Menagers and frvemen often fail to see that materiels, processing, E L
and marketing ares all parts of the same ertverprise, and fail to recognize KA '
their reletion to lmoroved stenderds of ilving. G o i

A socopd factor is the failurs to provide thorough, over-all ceordi-
wition. DSrterwination of stendrxds apd frmctions of the various a>tivitioes
weld inccense -rncuac; facillitate accounting, reduce costs, and add to the

national wealth.

Our warte is chiefly in processing. Here 1i: is tremendous, because
cur cadres nave no* calculated and planned tharoughly. Many plant cofficials
bave bz buresucratic spirit and are unsble to mobilize the extire persomnel
for m™ariotic service, and for earrest struggle against unwholesome conditions.
Tae spirit of learaing and self-correction is lacking.

3. As a foundation for sound accounting, the minigtry mekes tlLe follow-
ing suggestions to cadves, in addition to the diraciive issued in Harck 19%5:

Make a thorough luvantory and estimate of capacity, with a view to .
larger output. Distinguish between fixad and movable propexrty, with a view
to better control of the letter. Estimate needs of skills, materials, and

marketing, and aet up a system of statistics and accounting. Rstablisk cost
accounting for oach product. .

4. In the economic accounting at esch factory snd mive, the main expbasis
is to be placed on reducing coste, raising quality, and starting a popular anti-
vaste movemert. The following measures should be caken:

In plancing, start with & reduction in cost of 5 to 10 percent, on
come items more. This 1s entirely possible, and must be the object of our
efforts this yeer. Bachplmtmtmkaathoroughmﬁitforthefirsthﬂ.f
year, and on the basis of thls sudit, especimiiy April to June, makes a cost-
reducing, capital-increasing plan. This applies also to enterprises in process
of estublishment.

labor efficiency by setting an ocutput quota. See that working
conditions are favorable for reaching the quoia and start a movement toward
emlating iuae more progressive workers. Put in a sound wage policy, gradually
introducing the piecework policy, using approved methods for promoting efficiency
end reducing waste.
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Establish e monthly production terget, and encourage wrkers to reach ;!:t;f

Make sure of & supply of low-cost maGerials, and cavefully ngt thede
use. Mobilize the workers for an antivests, antilosfing campaign, end ioeru from

Soviet experiemce.

5. Combating waste iz a zoime regponsibility of this minlstry. Every factory
mm;mm,nw,mwwnentmxm. .

-BEHD -
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